CITY OF ALEXANDRIA, VIRGINIA

City Manager’s Message

FY 2023 City Manager Budget Message

To the Alexandria Community and City Council:

The City of Alexandria has a stellar reputation for being a great place to live, work, learn and
visit. The city is also known as a caring community that looks after its most vulnerable members,
as demonstrated by Alexandria's response to the COVID-19 pandemic. As the City government
navigated a public health emergency, it continued to conduct long-range projects and maintain
its excellent financial status. Alexandria is resilient and standing strong.

As your new City Manager, | am pleased to submit my budget proposal, which is the result of a
robust, months-long process that features City Council's priorities, the hard work of City staff
and collaborative partners; and input gathered from our community. This process has formed
the solid foundation for the budget that | present today.

The values and strategies in my budget proposal align with those that have been in place for
several years—strategies and policies that underscore careful financial management; strategic
investments in current and future needs; and support for new, creative ways to deliver essential
services to maintain the health, safety and quality of life for all Alexandrians.

This document proposes a General Fund operating budget of $829.9 million for Fiscal Year (FY)
2023 (beginning July 1, 2022) and a $2.73 billion 10-year Capital Improvement Program for FY
2023 to 2032. While my proposed budget requires no tax increases to fund ongoing government
operations, City Council has also requested “Plan B and C* budget options that propose one
and two-cent increases, if needed, The proposed budget also includes $248.7 million, which
funds 100% of the Alexandria City Public Schools (ACPS) funding request.

My FY 2023 proposed budget:

« Builds on our successes, addresses emerging issues and maintains core services.

+« Supports those who need help the most and promotes equity through maintaining
programs to maximize our city's affordability and accessibility.

« Meets short-term goals that maintain and strengthen our current infrastructure.
Continues to invest in our education system and in the City’s employee workforce.

The proposed budget achieves these goals while:

« Balancing revenues and expenditures in accordance with state law.

Incorporating budget guidance from City Council.

« Applying input from diverse community stakeholders, including residents, businesses,
nonprofit organizations, boards and commissions, and partner agencies.

Thanks to skilled budgeting and federal Coronavirus Aid, Relief, and Economic Security Act
and American Rescue Plan Act funds—along with community input on where best to spend
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them—the City has several programs and services in place, such as emergency safety net
programs; food assistance; eviction prevention; and family and youth programs. Our finances
are stable; Alexandria is still a center of innovation and growth; and there are many exciting
projects slated. However, the need to tackle “nuts and bolts issues.” such as maintaining and
strengthening our infrastructure, has necessitated some changes and reductions. Departments
identified $1.3 million in citywide efficiency savings with no reductions in City programs or
service levels. Some of the changes in key areas include:

¢ Recovery (COVID, Economic and Equitable): ACORP (Alexandria Co Response
Program) program expansion; Re-Employment and Upskilling Project; Race and Social
Equity operations staffing; Community Emergency Volunteer Management; Citywide
COVID Response Contingency; Economic Sustainability Study; Arts Study; West End
Service Center Branch

» Infrastructure (Smart, State of Good Repair): Broadband Initiative Staffing; West End
Service Center Facility, Stormwater Development Plan Reviewer, Network Cybersecurity
Monitoring; DASH Staffing Enhancements

¢ Climate Change and Environmental Justice (Green Community): Energy and
Climate Change Action Plan, including Heat Vulnerability Analysis, Planning, and
Community Engagement; Electric Vehicle Charging Station Navigator; Brine System
Canopy

* Housing: Eviction Prevention and Support Services; Rent Relief Program for elderly
and/or disabled renters with low incomes; Arlandria Chirilagua Housing Cooperative;
AHDC Ardandria Project Infrastructure

¢ Youth and Family Support (Out of School Focus): Out of School Time Program
investments; Enhanced support for children with disabilities participating in afterschool
and summer Out of School Time Programs

¢ Community Engagement: Alexandria Community Remembrance Project; City 275th
Commemoration; Community Engagement Contingency

¢ Employee Compensation: Citywide compensation increases; step increases; adding
steps at the top of the general schedule pay scale; and a 1.5% pay scale increase
granted in FY 2022

This budget invests in our best asset, our City employees. They bring our policies, plans and
programs to life, so we need to recruit and retain the brightest, most innovative talent to
continue our success. The City has long invested in the health, well-being and fair
compensation for its employees, but more is needed to strengthen our competitiveness in the
market. My FY 2023 budget continues that commitment with citywide compensation increases
for sworn Fire, Medics and Fire Marshals (6%), sworn Police and Sheriff's Deputies (5%), and
Non-public safety (4%).

My proposed budget continues to support the City's substantial investment in its schools. This
budget fully funds the School Board's approved capital funding request. The proposed CIP
continues the City's support and funding of school facilities, including a new high school,
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renovation and retrofitting of the 1705 N. Beauregard office building for use as a swing space,
and renovation and expansion of Cora Kelly and George Mason elementary schools.

In closing, | would like to thank all those who contributed to this proposed budget, including City
Council, residents, business owners, members of boards and commissions, employee
associations and civic groups. | especially thank the entire Office of Management and Budget
staff for their continued leadership and technical expertise in preparing this budget proposal. |
also want to thank the City's department heads and staff for working tirelessly to keep the
government running smoothly, and for their outstanding dedication and service to our
community.

Sincerely, /
James Parajon
City Manager
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FY 2023 PROPOSED ALTERNATIVE OPTIONS
'

On November 9, 2021, City Council adopted Resolution 3030 setting guidance for the FY 2023
General Fund operating budget and Capital Improvement Program for FY 2023 through FY
2032. As part of that guidance, Council directed that staff prepare, in addition to a balanced
proposed operating budget, two alternative budget scenarios based on higher and lower reve-
nue amounts.

At the time, staff was forecasting a potential budget shortfall of $8.4 million plus employee
compensation increases. Staff expected that a real estate tax rate increase and potential service
reductions may be required to balance the FY 2023 budget. As a result, City Council guidance
granted staff the flexibility to consider a real estate tax rate increase in the proposed budget
but also directed that staff present two alternative tax rate scenarios including one in which tax
rates are maintained at the current level and one in which the real estate tax was increase
above the rate included in the proposed budget.

However, real estate assessments and other key revenue growth areas exceeded expectations
and staff was able to propose a budget that included employee compensation increases and
investments in key priority areas without a real estate tax rate increase or significant service
reductions. In keeping with Council guidance to present two alternative tax rate and budget
scenarios, the following pages contain recommendations on items to fund with 1 and 2 cent
real estate tax rate increases.
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FY 2023 PROPOSED ALTERNATIVE OPTIONS
'

ALTERNATIVE BUDGET OPTION #1: 1 Cent Increase

A one-cent rate increase on the real estate tax rate would generate approximately $4.6 million
in additional revenue in FY 2023 plus $2.3 M from the second half payment in FY 2022. If City
Council considers a 1 cent rate increase, staff recommends funding the following:

Pay scale adjustment: A 0.5% pay scale adjustment to increase the pay scale adjustments in the pro-
posed budget from 6.0% for Fire, 5.0% for Police and Sheriff, and 4.0% for general schedule employ-
ees to 6.5%, 5.5%, and 4.5% respectively ($1.3 M)

Additional ACORP team: The proposed budget includes funding to create a second Alexandria Co-
Response Program (ACORP) team to assist the existing team added in the FY 2022 budget. This op-
tion would add a third team. ($277,000 and 2 FTEs)

CPACE outreach plan and marketing: This funding would be used to develop and implement a plan
to promote the City’s recently adopted Commercial Property Assessed Clean Energy (CPACE) pro-
gram and encourage businesses and commercial property owners to obtain low-cost, long-term fi-
nancing for clean energy, stormwater management, and resiliency improvements. ($100,000)

Gas-powered equipment replacement: This funding would be used to replace City-owned gas-
powered small equipment. The amount identified is a current estimate subject to refinement.
(5200,000)

Electric vehicle charging infrastructure readiness strategy implementation: Provide community
information on installing charging infrastructure in homes, multi-unit dwellings, and businesses and
develop policies and procedures for charging infrastructure within public rights-of-way such as
curbside. ($55,000)

Green building renovations incentive program: Evaluate the creation of a green bank and/or com-
munity choice aggregation program to compliment the existing CPACE program and incentivize ex-
isting property renovations and purchase renewable energy. (5250,000)

Cash capital: Cash capital funding for the CIP was significantly reduced during the pandemic and has
not been restored to previously planned levels, and debt service to fund the proposed CIP is ex-
pected to increase by $19.3 million in FY 2024. Increasing cash capital in FY 2023 would reduce the
amount of bond funding required to fund the CIP, and a portion could be converted to debt service
funding in FY 2024 to reduce in the overall General Fund increase in CIP funding. ($2.4 M)
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FY 2023 PROPOSED ALTERNATIVE OPTIONS
'

ALTERNATIVE BUDGET OPTION #2: 2 Cent Increase

A two-cent rate increase would generate approximately $9.2 million in additional revenue in FY 2023
plus $4.6 M from the second half payment in FY 2022. If City Council considers a 2 cent rate increase,
staff recommends funding the items listed in Alternative Budget Option #1 from the first penny and the
following from the second penny:

Remote work and community engagement: Funding would provide information technology re-
sources necessary to continue some of the remote work, collaboration, and customer service prac-
tices adopted during the pandemic on a permanent basis. ($150,000)

Affordable housing: Provide an additional $2.75 million to the affordable housing CIP project which
is budgeted to receive $4.9 million in dedicated meals tax revenue, $1.0 million in undesignated
General Fund cash capital, and $2.5 M from ARPA in the FY 2023 proposed operating budget and
CIP. ($2.75 M)

City Hall renovation design: Provide funding to initiate in FY 2023 the design of the City Hall renova-
tion project currently programmed to begin in FY 2024 in the FY 2023-2032 proposed CIP.
(5600,000)

Electrification: Install electric vehicle charging infrastructure at City facilities to transition the City
vehicle fleet to electric vehicles as adopted in the alternative fuel policy and Environmental Action
Plan 2040. (51.1 M)
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